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36 e See footnote 10b.

37 The disclosures may include an acknowl-
edgment of receipt, the date of the trans-
action, and the consumer’s name, address,
and account number.

38 The following disclosures may be made
together with or separately from other re-
quired disclosures: the creditor’s identity
under § 226.18(a), the variable rate example
under § 226.18(f)(4), insurance or debt can-
cellation under § 226.18(n), and certain secu-
rity interest charges under § 226.18(o).

higher-priced property or services of-
fered.

(d) Additional requirements for home
equity plans—(1) Advertisement of terms
that require additional disclosures. If any
of the terms required to be disclosed
under § 226.6(a) or (b) or the payment
terms of the plan are set forth, affirma-
tively or negatively, in an advertise-
ment for a home equity plan subject to
the requirements of § 226.5b, the adver-
tisement also shall clearly and con-
spicuously set forth the following:

(i) Any loan fee that is a percentage
of the credit limit under the plan and
an estimate of any other fees imposed
for opening the plan, stated as a single
dollar amount or a reasonable range.

(ii) Any periodic rate used to com-
pute the finance charge, expressed as
an annual percentage rate as deter-
mined under section § 226.14(b).

(iii) The maximum annual percent-
age rate that may be imposed in a vari-
able-rate plan.

(2) Discounted and premium rates. If an
advertisement states an initial annual
percentage rate that is not based on
the index and margin used to make
later rate adjustments in a variable-
rate plan, the advertisement also shall
state the period of time such rate will
be in effect, and, with equal promi-
nence to the initial rate, a reasonably
current annual percentage rate that
would have been in effect using the
index and margin.

(3) Balloon payment. If an advertise-
ment contains a statement about any
minimum periodic payment, the adver-
tisement also shall state, if applicable,
that a balloon payment may result.36 e

(4) Tax implications. An advertisement
that states that any interest expense
incurred under the home equity plan is
or may be tax deductible may not be
misleading in this regard.

(5) Misleading terms. An advertise-
ment may not refer to a home equity
plan as ‘‘free money’’ or contain a
similarly misleading term.

[Reg. Z, 46 FR 20892, Apr. 7, 1981, as amended
at 54 FR 13867, Apr. 6, 1989; 54 FR 24688, June
9, 1989; 54 FR 28665, July 7, 1989; 58 FR 40583,
July 29, 1993; 59 FR 40204, Aug. 5, 1994; 59 FR
63715, Dec. 9, 1994]

Subpart C—Closed-End Credit

§ 226.17 General disclosure require-
ments.

(a) Form of disclosures. (1) The credi-
tor shall make the disclosures required
by this subpart clearly and conspicu-
ously in writing, in a form that the
consumer may keep. The disclosures
shall be grouped together, shall be seg-
regated from everything else, and shall
not contain any information not di-
rectly related 37 to the disclosures re-
quired under § 226.18.38 The itemization
of the amount financed under
§ 226.18(c)(1) must be separate from the
other disclosures under that section.

(2) The terms finance charge and an-
nual percentage rate, when required to
be disclosed under § 226.18 (d) and (e) to-
gether with a corresponding amount or
percentage rate, shall be more con-
spicuous than any other disclosure, ex-
cept the creditor’s identity under
§ 226.18(a).

(b) Time of disclosures. The creditor
shall make disclosures before con-
summation of the transaction. In cer-
tain residential mortgage transactions,
special timing requirements are set
forth in § 226.19(a). In certain variable-
rate transactions, special timing re-
quirements for variable-rate disclo-
sures are set forth in § 226.19(b) and
§ 226.20(c). In certain transactions in-
volving mail or telephone orders or a
series of sales, the timing of disclo-
sures may be delayed in accordance
with paragraphs (g) and (h) of this sec-
tion.

(c) Basis of disclosures and use of esti-
mates. (1) The disclosures shall reflect
the terms of the legal obligation be-
tween the parties.

(2)(i) If any information necessary for
an accurate disclosure is unknown to
the creditor, the creditor shall make
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39 For certain residential mortgage trans-
actions, § 226.19(a)(2) permits redisclosure no
later than consummation or settlement,
whichever is later.

the disclosure based on the best infor-
mation reasonably available at the
time the disclosure is provided to the
consumer, and shall state clearly that
the disclosure is an estimate.

(ii) For a transaction in which a por-
tion of the interest is determined on a
per-diem basis and collected at con-
summation, any disclosure affected by
the per-diem interest shall be consid-
ered accurate if the disclosure is based
on the information known to the credi-
tor at the time that the disclosure doc-
uments are prepared for consummation
of the transaction.

(3) The creditor may disregard the ef-
fects of the following in making cal-
culations and disclosures.

(i) That payments must be collected
in whole cents.

(ii) That dates of scheduled payments
and advances may be changed because
the scheduled date is not a business
day.

(iii) That months have different num-
bers of days.

(iv) The occurrence of leap year.
(4) In making calculations and disclo-

sures, the creditor may disregard any
irregularity in the first period that
falls within the limits described below
and any payment schedule irregularity
that results from the irregular first pe-
riod:

(i) For transactions in which the
term is less than 1 year, a first period
not more than 6 days shorter or 13 days
longer than a regular period;

(ii) For transactions in which the
term is at least 1 year and less than 10
years, a first period not more than 11
days shorter or 21 days longer than a
regular period; and

(iii) For transactions in which the
term is at least 10 years, a first period
shorter than or not more than 32 days
longer than a regular period.

(5) If an obligation is payable on de-
mand, the creditor shall make the dis-
closures based on an assumed maturity
of 1 year. If an alternate maturity date
is stated in the legal obligation be-
tween the parties, the disclosures shall
be based on that date.

(6)(i) A series of advances under an
agreement to extend credit up to a cer-
tain amount may be considered as one
transaction.

(ii) When a multiple-advance loan to
finance the construction of a dwelling
may be permanently financed by the
same creditor, the construction phase
and the permanent phase may be treat-
ed as either one transaction or more
than one transaction.

(d) Multiple creditors; multiple consum-
ers. If a transaction involves more than
one creditor, only one set of disclosures
shall be given and the creditors shall
agree among themselves which creditor
must comply with the requirements
that this regulation imposes on any or
all of them. If there is more than one
consumer, the disclosures may be made
to any consumer who is primarily lia-
ble on the obligation. If the trans-
action is rescindable under § 226.23,
however, the disclosures shall be made
to each consumer who has the right to
rescind.

(e) Effect of subsequent events. If a dis-
closure becomes inaccurate because of
an event that occurs after the creditor
delivers the required disclosures, the
inaccuracy is not a violation of this
regulation, although new disclosures
may be required under paragraph (f) of
this section, § 226.19, or § 226.20.

(f) Early disclosures. If disclosures re-
quired by this subpart are given before
the date of consummation of a trans-
action and a subsequent event makes
them inaccurate, the creditor shall dis-
close before consummation: 39

(1) Any changed term unless the term
was based on an estimate in accordance
with § 226.17(c)(2) and was labelled an
estimate;

(2) All changed terms, if the annual
percentage rate at the time of con-
summation varies from the annual per-
centage rate disclosed earlier by more
than 1⁄8 of 1 percentage point in a regu-
lar transaction, or more than 1⁄4 of 1
percentage point in an irregular trans-
action, as defined in § 226.22(a).

(g) Mail or telephone orders—delay in
disclosures. If a creditor receives a pur-
chase order or a request for an exten-
sion of credit by mail, telephone, or
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40 Good faith estimates of settlement costs
provided for transactions subject to the Real
Estate Settlement Procedures Act (12 U.S.C.
2601 et seq.) may be substituted for the disclo-
sures required by paragraph (c) of this sec-
tion.

41 The following payees may be described
using generic or other general terms and
need not be further identified: public offi-
cials or government agencies, credit report-
ing agencies, appraisers, and insurance com-
panies.

any other written or electronic com-
munication without face-to-face or di-
rect telephone solicitation, the credi-
tor may delay the disclosures until the
due date of the first payment, if the
following information for representa-
tive amounts or ranges of credit is
made available in written form to the
consumer or to the public before the
actual purchase order or request:

(1) The cash price or the principal
loan amount.

(2) The total sale price.
(3) The finance charge.
(4) The annual percentage rate, and if

the rate may increase after consumma-
tion, the following disclosures:

(i) The circumstances under which
the rate may increase.

(ii) Any limitations on the increase.
(iii) The effect of an increase.
(5) The terms of repayment.
(h) Series of sales—delay in disclosures.

If a credit sale is one of a series made
under an agreement providing that
subsequent sales may be added to an
outstanding balance, the creditor may
delay the required disclosures until the
due date of the first payment for the
current sale, if the following two condi-
tions are met:

(1) The consumer has approved in
writing the annual percentage rate or
rates, the range of balances to which
they apply, and the method of treating
any unearned finance charge on an ex-
isting balance.

(2) The creditor retains no security
interest in any property after the cred-
itor has received payments equal to the
cash price and any finance charge at-
tributable to the sale of that property.
For purposes of this provision, in the
case of items purchased on different
dates, the first purchased is deemed the
first item paid for; in the case of items
purchased on the same date, the lowest
priced is deemed the first item paid for.

(i) Interim student credit extensions.
For each transaction involving an in-
terim credit extension under a student
credit program, the creditor need not
make the following disclosures: the fi-
nance charge under § 226.18(d), the pay-
ment schedule under § 226.18(g), the

total of payments under § 226.18(h), or
the total sale price under § 226.18(j).

[46 FR 20892, Apr. 7, 1981, as amended at 52
FR 48670, Dec. 24, 1987; 61 FR 49246, Sept. 19,
1996]

§ 226.18 Content of disclosures.

For each transaction, the creditor
shall disclose the following informa-
tion as applicable:

(a) Creditor. The identity of the credi-
tor making the disclosures.

(b) Amount financed. The amount fi-
nanced, using that term, and a brief de-
scription such as the amount of credit
provided to you or on your behalf. The
amount financed is calculated by:

(1) Determining the principal loan
amount or the cash price (subtracting
any downpayment);

(2) Adding any other amounts that
are financed by the creditor and are
not part of the finance charge; and

(3) Subtracting any prepaid finance
charge.

(c) Itemization of amount financed. (1)
A separate written itemization of the
amount financed, including: 40

(i) The amount of any proceeds dis-
tributed directly to the consumer.

(ii) The amount credited to the con-
sumer’s account with the creditor.

(iii) Any amounts paid to other per-
sons by the creditor on the consumer’s
behalf. The creditor shall identify
those persons.41

(iv) The prepaid finance charge.
(2) The creditor need not comply with

paragraph (c)(1) of this section if the
creditor provides a statement that the
consumer has the right to receive a
written itemization of the amount fi-
nanced, together with a space for the
consumer to indicate whether it is de-
sired, and the consumer does not re-
quest it.
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